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section is reduced by any actuarial re-
duction for unpaid redeposit service in 
accordance with § 831.303(c) and (d). 

(2) For the purpose of applying 
§ 831.303(c) and (d) in paragraph (b)(1) of 
this section, the term ‘‘time of retire-
ment’’ in § 831.303(c)(2) and (d)(2)(i) 
means the commencing date of the 
phased retiree’s phased retirement an-
nuity. 

(c) The monthly installment of annu-
ity derived from the computation of 
the annuity under paragraph (a) of this 
section is also subject to any offset 
under § 831.1005, adjusted by multi-
plying the offset that would otherwise 
apply had the phased retiree fully re-
tired under 5 U.S.C. 8336(a) or (b) by the 
phased retirement percentage. 

§ 831.1742 Computation of composite 
annuity at final retirement. 

(a) Subject to the adjustment de-
scribed in paragraph (c) of this section, 
a phased retiree’s composite retire-
ment annuity at final retirement 
equals the sum obtained by adding— 

(1) The amount computed under 
§ 831.1741(a) without adjustment under 
§ 831.1741(b) and (c), increased by cost- 
of-living adjustments under 
§ 831.1743(c); and 

(2) The ‘‘fully retired phased compo-
nent’’ computed under paragraph (b) of 
this section. 

(b)(1) Subject to the requirements de-
scribed in paragraphs (b)(2) and (b)(3) of 
this section, a ‘‘fully retired phased 
component’’ equals the product ob-
tained by multiplying— 

(i) The working percentage; by 
(ii) The amount of an annuity com-

puted under 5 U.S.C. 8339 that would 
have been payable at the time of full 
retirement if the individual had not 
elected phased retirement status and 
as if the individual was employed on a 
full-time basis in the position occupied 
during the phased retirement period 
and before any reduction for survivor 
annuity. 

(2) In applying paragraph (b)(1)(ii) of 
this section, the individual must be 
deemed to have a full-time schedule 
during the period of phased retirement. 
The deemed full-time schedule will 
consist of five 8-hour workdays each 
workweek, resulting in a 40-hour work-
week. In determining the individual’s 

deemed rate of basic pay during phased 
retirement, only basic pay for hours 
within the deemed full-time schedule 
will be considered, consistent with the 
definition of ‘‘full-time’’ in § 831.1702. 
Any premium pay creditable as basic 
pay for retirement purposes for over-
time work or hours outside the full- 
time schedule that an employee was re-
ceiving before phased retirement, such 
as standby duty pay under 5 U.S.C. 
5545(c)(1) or customs officer overtime 
pay under 19 U.S.C. 267(a), may not be 
considered in determining a phased re-
tiree’s deemed rate of basic pay during 
phased retirement. 

(3) In computing the annuity amount 
under paragraph (b)(1) of this section— 

(i) The amount of unused sick leave 
equals the result of dividing the days of 
unused sick leave to the individual’s 
credit at separation for full retirement 
by the working percentage; and 

(ii) The reduction for any unpaid de-
posit for non-deduction service per-
formed before October 1, 1982, is based 
on the amount of unpaid deposit, with 
interest computed to the commencing 
date of the composite annuity. 

(c) The composite retirement annuity 
computed under paragraph (a) of this 
section is adjusted by applying any re-
duction for any survivor annuity ben-
efit. 

(d) The monthly installment derived 
from a composite retirement annuity 
computed under paragraph (a) of this 
section and adjusted under paragraph 
(c) is adjusted by any— 

(1) Actuarial reduction applied to the 
phased retirement annuity under 
§ 831.1741(b), increased by cost-of-living 
adjustments under § 831.1743(d); and 

(2) Offset under § 831.1005 (i.e., the off-
set based on all service, including serv-
ice during the phased retirement pe-
riod, performed by the individual that 
was subject to mandatory Social Secu-
rity coverage). 

§ 831.1743 Cost-of-living adjustments. 

(a) The phased retirement annuity 
under § 831.1741 is increased by cost-of- 
living adjustments in accordance with 
5 U.S.C. 8340. 

(b) A composite retirement annuity 
under § 831.1742 is increased by cost-of- 
living adjustments in accordance with 
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5 U.S.C. 8340, except that 5 U.S.C. 
8340(c)(1) does not apply. 

(c)(1) For the purpose of computing 
the amount of phased retirement annu-
ity used in the computation under 
§ 831.1742(a)(1), the initial cost-of-living 
adjustment applied is prorated in ac-
cordance with 5 U.S.C. 8340(c)(1). 

(2) If the individual enters full retire-
ment status on the same day as the ef-
fective date of a cost-of-living adjust-
ment (usually December 1st), that cost- 
of-living adjustment is applied to in-
crease the phased retirement annuity 
used in the computation under 
§ 831.1742(a)(1). 

(d)(1) For the purpose of computing 
the actuarial reduction used in the 
computation under § 831.1742(d)(1), the 
initial cost-of-living adjustment ap-
plied is prorated in accordance with 5 
U.S.C. 8340(c)(1). 

(2) If the individual enters full retire-
ment status on the same day as the ef-
fective date of a cost-of-living adjust-
ment (usually December 1st), that cost- 
of-living adjustment is applied to in-
crease the actuarial reduction used in 
the computation under § 831.1742(d)(1). 

(3) When applying each cost-of-living 
adjustment to the actuarial reduction 
used in the computation under 
§ 831.1742(d)(1), the actuarial reduction 
is rounded up to the next highest dol-
lar. 

OPPORTUNITY OF A PHASED RETIREE TO 
PAY A DEPOSIT OR REDEPOSIT FOR CI-
VILIAN OR MILITARY SERVICE 

§ 831.1751 Deposit for civilian service 
for which no retirement deductions 
were withheld and redeposit for ci-
vilian service for which retirement 
deductions were refunded to the in-
dividual. 

(a)(1) Any deposit an employee enter-
ing phased retirement status wishes to 
make for civilian service for which no 
retirement deductions were withheld 
(i.e., ‘‘non-deduction’’ service) must be 
paid within 30 days from the date OPM 
notifies the employee of the amount of 
the deposit, during the processing of 
the employee’s application for phased 
retirement. The deposit amount will 
include interest under § 831.105, com-
puted to the effective date of phased 
retirement. 

(2) No deposit payment may be made 
by the phased retiree when entering 
full retirement status. 

(3) As provided under § 831.1741(a)(1), 
for the computation of phased retire-
ment annuity, the amount of any un-
paid deposit for non-deduction service 
performed before October 1, 1982, in-
cluding interest computed to the effec-
tive date of phased retirement annuity, 
will be the basis for reduction of the 
phased retirement annuity for such un-
paid deposit. 

(4) As provided under § 831.1742(b)(2), 
the amount of any unpaid deposit for 
non-deduction service performed before 
October 1, 1982, including interest com-
puted to the commencing date of the 
composite annuity, will be the basis for 
reduction of the ‘‘fully retired phased 
component’’ for such unpaid deposit. 

(b)(1) Any redeposit an employee en-
tering phased retirement status wishes 
to make for civilian service for which 
retirement deductions were refunded to 
the employee must be paid within 30 
days from the date OPM notifies the 
employee of the amount of the rede-
posit, during the processing of the em-
ployee’s application for phased retire-
ment. The redeposit amount will in-
clude interest under § 831.105 computed 
to the effective date of phased retire-
ment. 

(2) No redeposit payment may be 
made by the phased retiree when enter-
ing full retirement status. 

(3) As provided under § 831.1741(b), for 
the computation of monthly install-
ment of phased retirement annuity, the 
amount of any unpaid redeposit at 
phased retirement, or unpaid balance 
thereof, including interest computed to 
the effective date of phased retirement, 
will be the basis, along with the phased 
retiree’s age, for any actuarial reduc-
tion of the monthly installment of 
phased retirement annuity for such un-
paid redeposit. 

(4) As provided under § 831.1742(d)(1), 
any actuarial reduction for unpaid re-
deposit service applied to the monthly 
installment of phased retirement annu-
ity, as described in paragraph (b)(3) of 
this section and § 831.1741(b), is in-
creased by cost-of-living adjustments 
and applied to the monthly installment 
derived from the composite retirement 
annuity. 
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